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R e f e r  Rep1 y  t o :  
**** * * * * *  

b e a r  A D D ~  1rS3nt  : 

Wo 7 a v e  c o n s i d e r o d  you r  a p p l i c a t i o n  f o r  r e c o g n i t i o n  of exernor ion 
under  s e c t i o n  5 0 1 ( c ) ( 4 )  o f  t h o  l n t e r n a f  Revenue Code. 

' lha s v ~ a e n c e  p r e s e n t e d  d i s c l o s e d  t h a t  t h e  o r g a n i z a t i o n  w a s  
?G;TICO a n  * * * * * * * * *  * *  * * * * *   u n d e r  t h e  Nonstock  L o r p a r a t i o n  Laws 
ir, crhr?  S t a t e  o f  * * * * * * * * * * * * * * .  

is-,5 c u r p ~ s e s  f o r  wh ich  *****  * * * * * * * * * * * * * *  * * * *  has boen c r e a t e d  i s  
:rj : ; ~ r , v i o e  f o r  t n e  upkoerr. i rnprovenlents and consc . rvoc ion  o f  n 
. = S I T , ~ P L ' ~ I Y  1 p a r c n l  o f  l a n d  crwrlad by  t h e  o r g a n i z a t i o n .  

T r , e  o r p a n i z o t i o n ' s  momhar*ship r e q u i r e m e n t s  stare t h a t  an 
i n < i v i d u a l  Lo s landowner o f  a lot i n  t h o  * * * * * * * * * * * * *  * * * * * * * *   
i j c * / ~ ; ~ ~ ; ~ r r ~ e r b t  1 o c a t n d  i n  ** * ********** ************* . O w n e r ~ i h i  p o f  each 
Tor e n t i t l e s  t h o  rnornber c o  one vo te .  

The a c - i v i t i o s  o f  ****** * * * * * * * * * * * * * * * * * *  i n c l u d e  t h e  upkeep o f  
ti.,e cr~nlrnunal l a n d  w h i c h  i r l c l u d e s  a s m a l l  pond whsre t h e r e  i s  c: 
d z m .  The u i j keep  of  the p r o p o t - t y  i n c i u d e s  lawn c a r e ,  dam r e p a i r  
a n d  main tenance  r e s e r v e  and a p a r k  impri.vernonc reserve. T h e  
a r e a  i las s i g n s  p o s ~ e d  i t  t h e  e n r r a n c e  w h i c h  r o a d  " P T i I V A T E  
P F : O P E ? T Y / h O  T R E S P A S S I N G . "  The e n r r e n c e  t o  and usa o f  t h e  common 
q rounds  a n d  pond i s  r e s c r i c t e o  t o  t h e  u s e  a i  members who r e s i d e  
a t  t : - c  * * * * * * * * * * * * *  ** *******. 

- ,  
1 ~ 1 9  ~ r g a n i z a t i o n ' s  s o l e  source o f  s u p p o r t  i s  a e r i v o d  f rom 
memisersrl'p fees. E X P S ~ S E ! ~  a r e  r e l a r e d  r o  t h o  main tenance o f  t h e  
p r o a n - t y .  

S ~ c r i o n  S G I ( c j ( 4 )  o f  t h e  I n t e r n a l  kevenua Code p r o v i d e s  f o r  t h e  
exern2-,iorl f r o m  F a d e r o l  income c o x  o f  c i v i c  l eagues  o r  
c r g a n ; z a c i o n s  n o t  o r g a n i z e d  f o r  p r o f i c  b u t  o p e r a r e d  e x c l u s i v e l y  
f o r  t h e  pro r i l o t i on  o f  s o c i a l  welfare. 



: ? I  1.50l!s,!h j -  I ( , ? , (  ; / ) ( ? )  o f  t h e  Incotr~a Tax  Fiegulat  i o n s  
fi:'r, 4 i f l e ~  t h a t  ar, r,,rgan.i7/rtd1or~ 1s o p e r a t e d  m t c l u s i  v e l y  f o r  t h o  
or*r,rp+#ry. i o n  o f  sos  10'1 we1 f o r 0  J f i t  pr fmar l ' * / ' /  engages i n  prcmot . ing 
i n  + r , r r ~ e  way t h e  co::~n~on y o ~ d  zlnd g e n e r a l  w n i f a r e  o f  t h e  peop le  o f  
r h o  r:rjrrirnunity. 

Y .  

I rle ':citcept o f  s o c i a l  w e l f a r e  j m p l i e s  a s e r v i c e  o r  program 
d i  r o c t e d  a t  b o r ~ e i  i tr i n g  t h e  community r a t h e r  t h a n  a p r i v a t e  
g r o u s  o f  i n d i v i d u a i s .  

Revenue [ i u l  i n g  7 4 - 9 3 .  1 5 7 4 - 1  C . B .  1 3 1  s t a t e s  t h a t  n homeowners 
a s s c c i a t  i o n  rnusr, i l l  a d d i t i o n  t o  o t h a r w i s e  a u a i  i f y - ~ n g  f o r  
cxemz:ion under  section 5 0 1 ( c ) ( 4 )  o f  t h e  Code, s a t i s f y  t h e  
ic!?swiny requirements: ( f j  I t  must engage i n  a c t i v i t i e s  t h a t  
c o n * @ -  l ~ e n a f i t  on o communi ty  c o m p r i s i n g  a  g e o g r a p h i c a l  u n i t  
w h f z n  b o a r s  n r e a s o n n b l y  r e c o g n i z a b l e  r e l a t i o n s h i p  t o  an a r e s  
o r d i r i a r i l y  i d e n t i f i e d  a s  a gov@rnmen ta I  s u b d i v i s i o n  o r  A u n i t  o r  
district t h e r e o f ;  . . .  and ( 3 )  It owns and m a i n t a i n s  o n l y  common 
a r e a s  o r  f a c i  1 i r i e s  such  as  roadways and p a r k l a n d s ,  s ic jewel  k s  
and s t r - o e t  l i q h t s ,  access  t o ,  o r  t h e  use and en joyment  o f  wh ich  
i s  r -x t -c r~c led  t-o member-s o f  t h e  genera7 p u b l i c  and i s  n o t  
r - e s t r i c t o d  cc; ri~ember*:: o f  ~ h o  homeowners o s s o c i o t  1 on.  

* ** * *  * * * *  * * * * * * * * * * * * * *  * * * *  does n o r  m e e t  cne  r e q i ~ i r e r n c n t s  o f  
L J O  l ic j ( 4  j a s  s t a t e d  i n  t h e  I n t e r n a l  Fiovcnuc Code or* Incorre Tax 
k e q u l ~ t i o n s .  Un l ' i  kc?. t h e  o r g a n i z a t i o n  d e s c r i  bad i r ;  kevenue 
k u l i n q  7 4 - 1 9 9  you r  o r g a n i z a t i o n  f a i l s  t o  satisfy t h e  r cqu i re rncn t  
o f  b e n e f i t t i n g  a community.  Your a c r i v i r i e s  b e n e f i t  a p r i v a t e  
g r o u ~  o f  i n d i v i d u a l 5  - t h e  members. The o r g a n i z o c i o n  owns and 
m a i n t a i n s  cornmon l a n d  f o r  t h e  use  and enjo,yrnent o f  mambers 
on1 y. The comrr~on a reas  a r e  n o t  a v a i l a b l e  c o  g e n e r a l  ~ u b l i c .  

'your o r q n n i z a t i o n  f o i l s  t o  meet t h e  r e q u i r e m e n t s  o f  SO\(c)(4j o f  
t i - ~e  Code. You cannot  be r e c o g n i z e d  as a c c r p o r a t i o n  i n  qood 
s t a n d i n g .  s i n c e  you t-,ave n o t  p r o v i d e d  a c 5 p y  o f  y ~ u r  c e r t i f i c a t e  
c ~ f  I n c o r p o r a t i o n .  On ly  t h o  o w n e r s h i p  ar,d main tenance by a 
hr,orr;eownors a s s o c i a t i o n  o f  such  a r e a s  a s  roadways and parld,l ands. 
s i d e w a l k s  and s t r e e r l i g n t s ,  access  t o .  o r  t h e  u s e  and enjoyment  
c f  w h i c h  i s  ex tended  t o  members o f  t h e  g e n c r o l  pub1 i c ,  a s  
d i s t i n g u i s h e d  f r o m  c c n t r o l i e d  use o r  access  r e s t r i c t e d  t o  
iFl~mbers o f  t h e  homeowners a s s o c i a t i o n  i s  c c n s i d e r o d  a p p r o p r i a t e  
and c o n s ~ s t e n t  w i t h  exempt ion  under  5 0 1  ( ~ ) ( 4 )  o f  t h e  1 2 ~ d c .  

, .. ; -  appears  t h a t  y o u r  o r g a n i z a t i o n  may e l e c r  t o  f i l e  under  
3ec t i o r1  5 2 a  c o  r e c e i v e  c e r t a i n  t a x  b e h e f i r s  wh icn ,  i n  e f f e c t .  
~ e r r n i c  t:he e x c l u s i o n  o f  exempt f u n c t i o n  income f r o m  Q r o s s  
 come. The e l e c t i o n  t o  f i l e  under  s e c t i o n  528 i s  to b e  made by 
f i l i n g  Fornt 1120-H, U . 5 .  Income T a x  R e t u r n  f o r  I-lomeowners 
a s s ~ c i a c i o n s .  However-. i f  you do n o r  e l e c t  t o  f i l e  under  
s e z t i o n  5 2 0 .  you  a r o  r e q u i r e d  t o  f i l e  Federa?  income t a x  r e t u r n s  
9- Zorm 1 120 .  



b~ 1 1, 1 8 -  L C r f " 1 5  ltUd9 t h a t  yau do not: ~llnr*l t h e  rec l u i  rerr lentg 
r , ~  ttzorrl[.dT = '  0' .% IJrid€!r % a c t  i o n  5 0  1 ( c j ( 4  ) o f  t.he C o d ( ?  and 

L r ' ' ~ r 1 0 5 9  t b  r j o f  / ' /rJdr requrrnt f cjr a x e m p t i o t l  r~rhtder t h o t :  s e c t i o n .  

W E ?  have  a i sc ;  r ; 9 . . ~ r n ~ . ~ n ~ d  that you  f a i l  t o  q r ln ' l i  f y  f o r  exempt: 
s r r , c u c ,  u n d e r  ~:i-12r s u b s e c t i o n  o f  I k C  5 0  I i c j .  

.r.r,u a r o  r 1 2 ~ ~ : r e C :  tl; f i l e  a t a x a b l e  r e t u r n  Forbrrl I I r 104 l w i t h  
- .  

~ i - 1 ~  O i s t r i c r  ~ j ~ r e r , t g r  o f  I n t e r n a l  Revenue L o r v i c e .  P i e a s e  send  
.. .- ,;:s r e t u r n  :o t n e  i r ~ t e r n n l  Revenue S e r v i c o ,  J ~ O X  i 6 6 0 ,  
' .~encr.a l  P o r t  1 3 ? f  jce, b r o o k 1  y n ,  N Y  1 1  2 0 2 .  

It y o u  d o  n c r  sqr,ec> with t h i s  d e t e r m i n a t i o n ,  you m a y  r e q u e s t  n 

i o r ~ f c r e n s c  w i r b  r r l n  Reg. iona l  D i r e c t o r  o f  Appea l s  by p r ' c t c s c i n g  
i n  ac :cordance w i r ' r ,  c n e  e n c l o s a d  i n s t r u c t i o r r s  wi t t , . in 3 5  day:.;. 

i'rr2tc+gt.s ~ ~ ~ : > r r ~ i t t ~ ' :  l ~ l n i c h  do n o t  c o n t a i n  a l l  t h e  documc>ntac ion 
s t a t e d  i r )  :nc ; n s r r u c r i o r ~ s  w i l l  be r e r u r r l e d  for -  c o r n p l o t i o n ,  

I f  w o  do n o t  h e a r  f r o m  y o u  w i t h i n  t h o t  t i m e ,  t h i s  d e t e r m i n o r i o n  
h i  l 1 besome i 'rial. 

.- . 
t . ! -~c:  I . - , . ~ ; L . J ~ - F ~ :  P u b :  :::at i o n  8 9 2  


